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The data contained herein is classified as COHFIDEKTIAL and is 
for the use of the Comptroller General, the General Counsel, 
and the Director, Civil Accounting and. Auditing Division. 

It cannot he maintained in the General Accounting Office 
building, hut must he returned to the site audit staff. 
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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON 25 


Honorable Paul J. Kildsy, Chairman 
Spaelal Subcommittee, Central Intelligence Agency 
Coaarittee on Armed Services 
Bouse of Representatives 

Bear Mr. Chairman: 

Herewith is our report on review of selected activities of the 
Central Intelligence Agency, January 1961. Ihe review was made for 
the purpose of determining whether the scope of the audit of the 
General Accounting Office could be expanded sufficiently to make 
reasonably comprehensive evaluations of CIA’s activities that would 
be helpful to the Congress. 

This review was made pursuant to the interest indicated by the 
Special Subcommittee at an executive hearing in May 1959 . Following 
several meetings between representatives of the General Accounting 
Office end the CIA, the Director of Central Intelligence end the 
Comptroller General in October 1959 had am exchange of correspondence 
concerning the audit and concerning restrictions on undertaking reviews 
in the area of sensitive security operations. Various steps were taken 
by CIA to plane the General Accounting Office in a position to make a 
comprehensive audit of the overt activities of CIA. Base# on our 
review, however, we believe that under the existing security restric- 
tions on the General Accounting Office audit of CIA activities, we do 
not have sufficient access to ranks comprehensive reviews on a con- 
tinuing basis that would be productive of evaluations helpful to the 
Congress. 


Our revlev of selected overt activities in the Intelligence Com- 
ponent disclosed certain matter* Ad eh have been brought #0 the atten- 
tion of the Agency, and which are discussed in detail in Appendix I V 
to this report. These matters relate to (l) the financing by CIA of 
certain Department of State activities which do net seem to be the 
primary responsibility of CIA, sad such financing may have the effect 
of supplementing the appropriations of the Department of State and 
(2) the f inancing by CIA of certain Library of Congrats activities 
Adeh substantially transcend CIA's interest and responsibility. CIA 
officials advised us that corrective action is being taken. 


«ur 


HE®! 
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I n a a auch a« ee cannot, in our oyirion, effectively acctapliafo 
any worthwhile audit objective* at CIA on a continuing basis, we plan 
to discontinue our audit of CIA activities. 

He are prepared to discuss these setters with you should you so 
desire. 

A copy of this report ie being .sent today to the Dl rector of 
Central Intelligence • 


Sincerely yours. 


Controller (Jeneral 
of the Waited States 
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Hie General Accounting Office baa mace a review of selected activities 
of the Central Intelligence Agency (CIA) for the purpose of determining 
whether the scope of the General Accounting Office audit of CIA can he 
expanded sufficiently to make It productive of evaluations that would he 
helpful to the Congress. 

Our review Included an examination of the basic laws governing CIA 
activities, CIA regulations, instruction* and other policy doc u m en ts Made 
available to us. We reviewed the inter ml controla over tie utilisation of 
funds, personnel, and property or. a selective basie to the extent permitted 
under the audit limitations imposed by the Director of Central Intelligence 
in a letter dated October 16, lp$§ . Because of these limitations, which are 
sumsarired on pages 11 and 12 of this report, substantial tegmenta of the 
review were limited to discussions with CIA officials responsible for the 
direction of the activities selected for review, and there was complete 
denial of access for discussion in the area of covers intelligence operations 
of the Plane Conponent. Comments or the specific activities included in our 
review are contained on page 13 of this report. 

This review was made pursuant to the Interest indicated by the Special 
Subcommittee on the Central Intelligence Agency of the Committee on Armed 
Services, Bouse of Representatives, at an executive hearing in May 1 959# 

' Alch ° f 
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Central Intelligence and the Controller General, i&ich correspondence is 
included in the appendices to tMi report;- She review was started in 
January i960 and was completed in January 1961. 

Based on our review, we "believe that the security restriction* placed 
upon the General Accounting Office audit of CIA activities win not permit 
review of CIA activities sufficiently ooB^rehenstve to he productive of 
evaluations helpful to the Congress- totalled consents on the effect of the 
security restrictions on our audit ar© contained in the Findings and Con- 
clusions section of this report. (Seo 13 -} 
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Central Intelligence Agancy ms established under authority con- 
tained in the Rational Security Act of 19 V 7 , for the purpose of coordinating 
the intelligence activities of the Government departments and agencies in the 
interest of national security. M set forth in this act, CIA is under the 
direction of the Rational Security’ Council, and it is the tuty of CIA to 
advise on, and to make recoamentxtior.e for the coardinatiui of, intelligence 
activities relating to the natloml ot-cfr-ty; to correlate, evaluate, and 
disseminate intelligence relating to the liaul onal se xurityj to perform ser- 
vices of a common concern to the intelligence agencies; anf. to perform such 
other functions as may he directed,, 

Efce authority necessary to "he atmtlon of CIA activities is pro- 

vided In the Central Intelligence Agency i v et of 19^9. Thii act provides CIA 
with the authority considered t*> %-e essential to the acbnini s tration of the 
covert operations and Intelligence ftmc felons of tie CIA. 

ORGARIimOH OF CSSTRAL IRTELL IOKfeCi 

55se activities of the Central Ir teUigence Agency are carried out by 
three major organ! rational coagnaients— Plans, Intelligence, and Support— 
under the direction of the Mreci-cr of Central Iatelligeaef . Jbich of these 
three major components is headed by » Dspi.% Director vbc is responsible to 
the Director. 

Director- of Central Intelliflenc. : 

The Director of Central Intel licence it, the need of tie Central. Intelli- 
gence Agency and is responsible for tee proper perfo;cmanee of the Agency’s 
functions. Use Deputy Director of Central Intelligence asflete the Director 
in the performance of Ms duties and acts ae Director in the absence of the 
Director. 
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ffee Director end the Deputy Director of Central Intelligence are ap- 
pointed by the President by and with the advice »* yt consents of the Haonte. 
Either of these two positions my he held by commissioned officers of the 
•used services, but the two position^ tmy not be occupied cl ml taneousl y by 
coMBissioned officers. 

The staff of the Director of Central Intelligence includes an Inspector 
General who is responsible to the Director for conducting inspections and 
investigations throughout the Agency, including the survey and evaluation 
of the assignment and performance of the Missions and function* for all CIA 
components, and the investigation of fraud, misuse of fund*, conflicts of 
interest, and other matters. 

Plans Component 

Knar. Conccncnt, or Clandestine farvices. Is the organisational 
mechanism by which the Agency* s espionage, counterespionage, and other covert 
operations ere carried out. It in under the direction of the Deputy Director 
( Plans ) « 

Support Coaponant 

The Support Con^onent, under the direction of the Deputy Director 
(Support), is responsible for providing the overall administrative end other 
support necessary to the Agency's intelligence, operational, and related 
activities. Support responsibilities include legal, financial, communications, 
transportation, equipment, supply, personnel, training, security, management, 
and internal audit services and activities. 

Intelligence Component 

The Intelligence Component carries out the Agency's responsibilities for 
the overt collection, systematic organisation, production aad dissemination of 
substantive intelligence . It is under she direction of the Deputy Director 

( Intelligence. For Release 2001/09/04 ; CIA-RDP80-01240A0001 001 401 12-3 
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The functions of the Intelligence Component may he greyed In three 
general categories 5 the overt collection of intelligence, the collation 
of intelligence, and the production and dissemination of intelligence reporta. 

remaeiao of cm nm i*rr»uj<K»cK abehct AcrmTiss 

Tends for the perforaance by CIA of it* activities are provided in the 
appropriations by the Congress to other Ctevernnent departments and agencies, 
and are transferred to CIA in accordance vith the authority from the appro- 
priation committees and the approval of the Bureau of the Budget. The funds 
ao transferred are available to CIA without regard to any limitations on the 
appropriations from which transferred. 

CIA officials have advised us that the funds Bade available to f i nanc e 
CIA activities are subject to annual review by special subconmitteeB of the 
committees on appropriations of the Bouse of Representatives and the Senate. 
We were advised that the congressional reviews are made in closed hearings 
and are based upon certain budget data submit ted to the si&eoimdtteeB and 
testimony of appropriate CIA officials . We understand that the determina- 
tions of the congressional subccsanitteea are not subject to further review 
or approval by the Congress. 

In addition to the funds provided annually to aeet the planned (budgeted) 
needs of CIA, CIA has contingency reserve funds available to it. CIA offi- 
cials have advised us that because of the nature of their activities. It is 
not possible in the advance planni ng of the normal budget cycle to provide 
for all of the intelligence operating requirements in an ewer changing world 
situation. For this reason, contingency reserve funds are available to CIA 
to meet its emergency needs. Thane contingency reserve funds are, in effect, 
supplemental appropriations vMch are mads in advance of the need therefor. 
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11187 are provided in advance because it has been determined that CIA's 
supplemental appropriation needs cannot be included in supplemental appro- 
priations to other Oovercuaent departments and agencies without leading to 
the disclosure of the amounts included therein for CIA activities. 

We understand that the budget estimates for each pear are submitted to 
the Bureau of the Budget for review# and CIA funds, including contingency 
reserve funds, are subject to Bureau of the Budget apportionment . 
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We understand that Intelligence operations requi re the use of methods 
which do not always conform to las and regulations, and that It Is essen- 
tial to a secure and effective intelligence service to withhold fiscal and 
other Information revealing the specific nature, scope, and methods of 
intelligence operations, or the identity c* persons so engaged from unauthor- 
ised disclosure. The authority for CIA tc withhold such information is pro- 
vided in the national Security Act of 194?, end the Central Int el ligen c e 
Agency Act of 1949, 

Section 8 (b) of the Central Intelligence Agency Act provides the 
authority for CIA to expend funds without regard to law and regulations, and 
when aade for objects of a confidential, extraordinary, or emergency nature, 
such expenditures, when so certified to by the Director of Central Intelli- 
gence, ere not subject to review by the General Accounting Office. 

Section 8 (b) of the act is quoted below. 

"She subs aade available to the Agency aey be exp e n de d- without 
regard to the provisions of lav and regulations relating to the 
expenditure of Oo v e r naenl funds; and for objects of a confidential, 
extraordinary, or emergency nature, such expenditures to be 
accounted for solely on the certificate of the Director and every 
such certificate shall be deemed a sufficient voucher for the 
aaount therein certified." 

Uhder this authority, CIA classifies the funds available to it as vouchered 
or unvouchered (confidential) funds. The vouchered funds are those funds 
that can be expended in accordance with the provisions of the CIA Act of 1949 
or the provisions of lav and regulations normally applicable to the expendi- 
ture of Go ve rn m ent funds, and, in the Director's opinion, the vouchers and 
related documents can generally be made available for audit by the General 
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Accounting Office. Coo.fi dentf.a 1 fun.es are those funds used for necessary 
official purposes of such a confidential, extraordinary, of emergency nature 
that they should not he accounted for in cwtail outside CIA* These confi- 
dential funds are obligated and expended uader authorities and regulations 
prescribed by the Birector. Beta! I accountings of such confidential funds 
expenditure!* are not made outside of the Agency, out, for the mast part, are 
accounted for outside CIA solely ca the certification of tie Director that 
they were expended for confidential, extaeordinary, or emergency purposes. 

Section 102 (d)(3) of tbr national Security Act of 19*7# provides in 
pertinent part: 

"that the Director of Central Intelligence s hal l be responsible 
for protecting intelligmaco sources and aethoda from unauthorised 
disclosure." 

Under this authority, CIA withholds Iron our review certait activities, 
records, and documents, which, m have been advised, night reveal intelli- 
gence methods or operational locations regardless of vouchtred car confi- 
dential funds classifications. 

Under this authority, CIA also reviews all written material, including 
this report, that i* prepared in the couth# of our audit work for dissemina- 
tion to other than CIA officials. f 3>e purpose of such a review is to deter- 
mine the proper security classification of the information contained therein, 
and to determine whether the person or persona to which tin; material it 
directed are properly cleared to receive and maintain such classified informa- 
tion. Where, in the Hi rector's opinion, any of the written material mi$?t 
disclose intelligence sources or intelligence methods, the Director has the 
authority to require that all or pan:- of the material will not be disseminated. 


I-jJ I. 
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regardless of the security clearances of the person or persons to vhich 
the material Is directed. 

Prior to the agreement for the extension of the General Accounting 
Office audits at Central Intelligence Agency to include reviews of its 
activities (see page 10 ), we examined certain CIA expenditures at the site. 
This arrangement was made vita officials of the Rational Int el l i gen c e Author- 
ity In August 1946, and has been continued with the succeeding Intelligence 
agencies. site audit of certain CIA aaqpendituras was essentially 

limited to a review of fiscal officers* accounts, including *** examination 
of certain related vouchers and other documents evidencing; the expenditure 
of appropriated funds to datemine whether the expenditures were made In 
accordance with the provisions of the CIA Act of 1949, or with the lavs and 
regulations generally applicable to Government expenditures. In addition, 
the site-audit staff performed liaison functions between CIA and the General 
Accounting Office as requested ay CIA officials . Questionable expenditures 
were submitted to our site-audit staff by CIA officials for review prior to 
payment. Reports were not Issued to anyone outside CIA, and formal exceptions 
to the expenditures made were not taken, but any extendi tuves that were 
questioned in the audit were tfeten up informally with CZA officials. The 
site-audit activities were Halted tc expenditures of CIA referred to as 
voucheiad funds. 

AUDITS OF F3SBRAL BgPARBOTEB AM) AGHaeptl 

In 1946 when the site-audit cf ceafcna intelligence e»pc«tditures was 
first initiated, the General Acooumtlng Office audit activities encompassed 
generally the audit of expenditure and related documents centrally and the 
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settlement of accounts of fiscal officers, the audit of financial trans- 
actions of Gtovernaeat corporation.-, and the investigation of matters re- 
lating to the receipt, dioburnemsatt, t-xi application of funds. 

Since the enactment of tli© Centra 1 Intelligence Ageuey Act of 19^9# 
hoeever, the General Accounting Office hau broadened the afcope of the audit 
of the activities of most (kmirsaont ugmnulee* Under our present audit 
approach, the basic purpose of tat: wsudit is to review and evaluate the 
aaaner in which the agency or activity unit? audit carries out its financial 
responsibilities and to report our findings, opinions and recommendations to 
the Congress, or agency officials, an appropriate. Financial responsibilities 
are construed to include the uj^niditottu of funds and the utilization of pro- 
perty and personnel only in tl*e conduct of authorized program or activities 
in an effective, efficient, and acanaaiaal mrnssr. tfe osudue, also, agency 
practices and procedures foil;** 3. 1 ii, carrying out the agamy policies and 
aahe selective eaeuaimtiaas of actual satovities and transactions as a weans 
of appraising the application of agency p:uctices and procedures. 



In a letter dated tey 29# 1959 } to tlve Chairaan, Special Subcommittee 
on the Central Intelligence Agency of the Oamittoe on Ant'd Services, abuse 
of Hepresentativea, the Comptroller General concluded that a broader type of 
audit, wore in line with our praam t audit approach at otter Federal depart- 
ments and agencies, is appropriate and desirable for our audit of CIA and 
that the United audit then being conducted be cliscantinuet. The belief 
was stated that the broader coaprthenei.fe audit is Mora likely to be pro- 
ductive of evaluations of the adnlaiBt.ratJ.vfe functions, which evaluations 
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would be helpful to the Congress end the Director of Centre! Intelligence . 

It ns concluded, also, that any broadening of our audit activities should 
not include an evaluation of CIA intelligence activities. 

It was proposed that our audit writ be expanded to include an examina- 
tion of vouchered expenditures and, at the outset, the controls and procedures 
used in processing confident!;! expenditures. It was proposed, also, to 
make a limited examination of the support for confidential expenditures in 
accordance with such agreement m to acaeus aa can be readied with CIA. A 
copy of this letter is included an appendix I to this report. 

In a letter dated October I'S, 1959# to the Comptroller General, the 
Director of Central Intelligence ret forth his position on any possible ex- 
pansion of the General Accounting Office audit of CIA activities . This posi- 
tion is suaaaritod In the next succeeding paragraph. A copy of Uric letter 
is included as Appendix II to th.it. report. 

The General Accounting Office coaprei tensive type audit of CIA activities 
will have to remain outeide the area of sensitive security activities regard- 
less of whether the Director las i invoked Ills special authority under* Sec- 
tion 8 (b) of the Central Intelligence Agency Act to salse fi final accounting 
therefor. Alttough all funds apprqpx-iated to the Agency are technically cm 
an unvouc hared (confidential) basis, the exercise of the Director’s authority 
to make a final accounting therefor has boea limited to three activities which 
in the national interest should have thu security pretectlou. CIA 

expenditures are made where possible under fixe general auultorities of the 
act without invoking the special wither! ty# and, as a resul t, certain non- 
sensitive activities in support <vf confidential operations are funded under 
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the general witboritiee of the *ro or the general authorities available to 
Govemnent agencies by various Statutes* la such instance* *, the compre- 
hensive audit of the General Accounting Office would have to remain outside 
the area of sensitive security activities. 

In a letter dated October SI, he Controller Chaaer&l advised the 

Director of Central Intelligence the. , tbs Director’s position on the General 
Accounting Office audit of CIA uctivitieo presents problems* on sufficient 
breadth of coverage and review >C detail for the purpose of-’ reaching sound 
evaluations, but that the General Accounting Office is willing to broaden 
its activities at CIA within the principles expressed in the Director's 
letter dated October 16, 19 ^. ‘Die (Joirpt:.x>ller General adrleed, however, in 
the event it appears after a trial period that the reviews are limited tc 
such an extent that we cannot effectively and construe tlvaj y accomplish any 
worthwhile audit objectives, we will have to consider vheijier the audit 
should be continued. A copy of this letter is included as Appendix HI to 
this report. 

The following report sections contain our coaasnts on the effect the 
withholding of fiscal and other informs felon has in Halting the General 
Accounting Office audit at CIA. 
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Our review of CIA activities ban teen lialfced to selected activities 
of the Support Coasponeut and the Infelligeace Ccoapoaeat of CIA. The liiaita- 
Uone on our review are suuwuri sod on pages u andn> of fed* report. We 
have had no access whatsoever to lias ectivi ties of the Plans Casponetit of 
CIA. In the Support CoagKsnsaat, wa reviewed selected activities of the Office 
of the Cossptroller, the Offic* a: I^iahit m, and the Audit Staff. In the 
Intelligence Coapaaent we revlew.-c selected activities of the Office of 
Operations, 'the Office of CenUtf Beferauna, and the Offict of Basic 
Intelligence. This report contains trial oownsnta an the activities of the 
Inspector General, hut we have had no access whatsoever to the work of the 
Inspector General or his staff. 

Based on our review, we believe that wider the limitations placed on 
the General Accounting Office audit oi CIA activities in the Director's 
letter dated October 16, 1959 , it is not possible to perform ecaprsh eas ive 
reviews of CIA activities that would be productive of evaluation* helpful to 
the Congress , It is not possible, in out opinion, for the General Account* 
lag Office to wise comprehensive reviews; sad evaluations of the activities 
carried out by the Plans Cobooucow and the Support. Soapomui of CIA. It is 
possible to mfee reasonably oen^nhanulva review* of fee eg* rt activities of 
the Intelligence Ccanponent, but such reviews, on a ccatinuUig basis, in our 
opinion, would not be productive of evaiaaii<jns helpful to ilongress. 

Comments on our reviews are obtained u the following sections of this 
report. 
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PLAUB COlgOHggT ACgVmss 

Plans Component, or Clandestine Service, it the org&ni aa tional 
mechanism by which CIA's espionage, counterespionage, and other covert 
operations are carried out. 

Iha General Accounting Office will hare no audit oceans whatsoever to 
the Plans Component or its activities, because access to confidential opera- 
tions is denied to us. We would be petal tied to make a voucher- type audit 
of certain vouchered funds transaction®* principally payroll, processed for 
the Plans Component in the Fiscal Dd vision of the Office off the Controller. 
SUPPORT COMPOHSHT ACTIVITIES 
Office of the Comptroller 

Hie Office of the Comptroller is charged with the responsibility for 
budgetary and financial opera tiom of the Agency, including both overt and 
covert (confidential) operations. This responsibility is carried out under 
the direction of the Comptroller by five operating divlslore and certain 
staff units. The five operating divisions are the Budget, Finance, Fiscal, 
Industrial Contract Audit, and the Machine Records Divisions . 

Because the operating dlviaicne of the Office of the Comptroller have 
both overt and confidential operations, and access to confidential operations 
is denied to us, the General Accounting Office cannot effectively review and 
evaluate the integrated activities carried, out in the Office of toe Comptroller. 
The General Accounting Office could sake a voucher- type site audit of trans- 
actions processed in the Fiscal idvlslon, but such audit, is our opinion, 
would not be productive of any satisfactory conclusions or of results consaen- 
suxate with the efforts involved. 
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Budget Dlvl^on 

®be Budget Division Is responsible ffcr tbs development and mt arinl o- 
tretlon of tbs overall budget flans and pragmas for the entire Agency. 

This responsibility is carrisd out under tbs direction of the Chief, Budget 
Si vi sion, by five branches. M Analysis Branch is responsible for the 
developsent and administration of budget plans and program of each of the 
three Major CIA conponeat*. A Special Projects Branch operates entirely in 
the area of clandestine activities and is responsible for carrying out the 
budgetary responsibilities m they apply to CIA proprietary and subsidy pro- 
jects, including the review and analysis of corporate financial statwents of 
the business entities owned or subsidized by CIA, in order to evaluate the 
fund mgutreaente of each project. A Support Branch nainbadns the budgetary 
records, assembles the segwante of the budget esttaetes and justifications 
prepared by the esalysls branches, and provides clerical and typing services. 

She General Accounting Office cannot review end evaluate the activities 
of the Budget Division and the budgetary controls eaarcisad by the division 
over CIA activities for the reasons stated in the following paragraphs. 

All branches of the Budget Division axe involved, in confi d e nt ia l funds 
activities, and the General Accounting Office will be permitted only Halted 
access to any of the bxanchss. te were advised by the Chief, Budget Division, 
that It would be neeessaxy to rmarm records sad docuasats concerning confi- 
dential funds activities frees the files before we would be Remitted to 
review the activities of a branch. 

Tbm Chief, Budget Division, advised uu that budget estivates are prepared 
by the Agency for subedssion to and review by the Congress and the Bureau of 
the Budget, and that these estimates disclose date ncmally eubedtted by 
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Government agencies to the Congress ant to the Bureau of the Budget. Th. 
estimates are prepared on an all funds basis with no sepemtion of vouchee 
and confidential funds activities. Wo understand that cleared personnel oi 
the Bureau of the Budget review tf*e detailed requirements throughout the 
Agency on a continuing basis, and that the subcommittees aC the committees 
on spproprlatl one of the House of Representatives and the Senate are fur- 
nished full information about the Agency* 3 activities in msy amount of detail 
desired. 

She Chief, Budget Division, ;?urt2ier advised us that tbs Agency budget 
estimates could be made available for cur review only cm a selective basis 
with the selection to be mads by the Agency. Twd overall oumnary schedules 
which include all funds of th.i three CIA c&qponents were zfide available to 
us and, in addition, the narrative Justifications and orgurLsational and 
functional statements svpportiiig the budget estimates of substantially all 
of the activities of the Intelligence Cos|3oneat were made available to us. 

The budget material on the activities cX the Photographic ^-Intelligence Center 
of the intelligence Component was withheld, however. The documents to which 
we ware given access were on m. all funds basis and do not disclose the 
details of either confidential- or vouchered fund activities. 

As previously mentioned, f-safla neceaiary to meat CIA operating require- 
ments are not appropriated directly to CIA, but are included in the appro- 
priations made to certain other Ckvenaaano aspartame te and agencies and are 
subsequently transferred to CIA. The Chairman of the Appropriations Com- 
aittees of the Senate and the Boost of Heiuresentatlvee advt.se CIA and the 
Bureau of the Budget by letter of the amounts appropriated for CIA activities, 
and the appropriations in which the funds are included. 12 .e Chief, Budget 
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Division, advised us that such letters setting forth CIA fU&ds could not 
he aa.de available to the General Accounting Office for review, because 
these letters disclose the sources of CIA funds and would lead to the 
disclosure of the methods by which the funds are aada available to CIA. 

nnanee and fiscal Divisions 

B* division of financial responsibilities in the Office of the 
Comptroller is genemly based oa whether she activity is ok' a sensitive 
security nature, which in order to protect intelligence methods, procedures, 
or sources should not be accounted for outside the Agency, or whether the 
activity is one usually found la other Government operations and the related 
expenditures could be made in accordance with the provisions of law and 
relaxation usually applicable to Government transactions and, in the 
opinion of the Director of Central Intelligence, can be audited by the 
General Accounting Office. CIA funds alloted for sensitivt' security 
activities are designated as unvouchered Confidential) funds and the res- 
ponsibility for the financial adtaLai stratf.cn of these confidential funds is 
assigned to the Financ e Division. CIA fUuds alio ted to nonsensltive activi- 
ties are designated as vouehered funds and the responsibility for the fin- 
ancial annagement of these funds ie asei^ied to the Fiscal Division. 

CIA exspendltures are paid by Government check drawn it. the Treasury 
Department Branch So. 2, of the Fiscal Division, or they ate paid through 
the covert disbursing system of the Finance Division. Where the transaction 
is of a nature that CIA or the Oovemasnt may be identified with a trans- 
action, the payment will be made by Government check which will be drawn in 
the Fiscal Division regardless of the vouehered or confidential funds classi- 
fication. Subs tantially all vouehered. funds transactions ere paid by 
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Goverasent check. Where the transactions ie of such a natnre that it 
should not be Identified with the 3cven:nent, the payment la aede through 
the covert disbursing system of iba Finance M vision. 

Finance Division 

Finance Bivision responsibilities iselnde the preparation and main- 
tenance of the financial records and accounts# and the periodic financial 
reports on confidential funds financial activities; the administrative 
audit and certification for payment of claims which are chargeable to con- 
fidential funds allotments; the operation of a covert disbursing system; oh© 
preparation of covert payrolls; and related activities. 

Officials of the Office of the Coagptroiler advised us that the General 
Accounting Office would have no audit access wnaosoevar 14 the Finance 
Division and the activities performed hi that Division. E|ia position is 
based an the fact that all of the activities of that Division are confi- 
dential activities and are therefore precluded from review under Section o (b) 
of the Central Intelligence Agency Act of l ( jky. 

ihe Finance Division is responsible ior the naintenancc of CIA financial 
property accounting records, regardless of whether the property was acquired 
with vouchers! or confidential ftnde . these accounting records and controls 
are not subject to review, because we are not pend toed audit access to 
F in a nc e Division activities. All inventory, ejeoept atofaidbrativs supplies, 
are considered by CIA to be of a confidential nature. Administrative supplies 
are also considered to be of a confidential nature in aom instates, for 
exasple, where such supplies are for overseas use. 
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Fiscal Division 

Fiscal Division responsibilities} include the preparation and maintenance 
of the financial record* and accounts and the periodic reports on vouchered 
financial activities} the adtoinistrativa audit and certification for payment 
of claims which are chargeable! to voucfcerud funds allotments} the operation 
of a Treasury Department Disbursement Branch } the preparation of vouchers*! 
funds payrolls} and related activities. In addition, all funds appropriated 
to CIA and all CIA disbursing funds are initially recorded on the records of 
the Fiscal Division, and the DL/leion is responsible for s» detaining the 
applicable overall allotment and cxpcsidit! tro control recorrls « In the case of 
confidential funds, this overall control is maintained through a series of 
reciprocal accounts on the records of both the Fiscal Dl virion and the 
Finance Division. The detail control records for vouchered funds are main- 
tained in the Fiscal Division. 

The General Accounting Office in permitted only limited audit access to 
the records, accounts, report r;, docunsnta, and files prepared and maintained 
in the Fiscal Division. This restriction has the effect of curtailing the 
audit by the General Accounting Office to a limited vouchej'-type audit of 
transactions processed in the Fiscal Division. Our comments on these audit 
limitations follow. 

The central accounting records n&iatoined in the Fiscal Division Include 
a general ledger of vouchered funds accounts which ledger is exported by 
certain detailed subsidiary accounts and by four books of original entry. The 
books of original entry include registers for Cash Receipts, Cash Disburse- 
ments, Bills Rendered, and General Journal, and fora the basis for monthly 
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•vmmu'ji post lags to the general ledger accounts. In addition, an allotment 
ledger to control the obligation and. expenditure of voucher#! funds allot- 
ments Is maintained In the Division. 

CIA officials will permit audit access to the general ledger, but will 
not permit audit access to two of the books of original entry. We will not 
he permitted to review the Register or Cash Receipts, or the General Journal. 
Officials of the Office of the Comptroller advised ms that the Register of 
Cash Receipts would disclose the sources of funds which are made available 
to CIA, and perhaps, the devious methods by which these funds are made avail- 
able to CIA. Ihey advised us also that the General Journal might include 
sufficient detail concerning the reserve for contingencies, which detail 
might be coupled with information available elsewhere and might lead to con- 
clusions concerning the direction of sensitive security operations of CIA. 

Ifce officials stated that these limitations were imposed in order to protect 
intelligence sources and methods from unauthorized disclosure. 

Vouchered funds expenditures are not certified to by the Director of 
Central Intelligence under Section 8 (b) of the Central Intelligence Agency 
Act as being expenditures of a confidential, extraordinary, or 
nature which cannot be accounted for outside CIA. &wever, the vouchers and 
other documents supporting certain vouehmred funds expenditures processed In 
the Fiscal Division are not available for comprehensive audit by the General 
Accounting Office. 

CIA vouchered funds expenditures fall Into two general categories: 

(1) vouchered funds expenditures waicn are chargeable to vouchered funds 
allotments, and (2) vouchered funds expenditures which are chargeable to 
confidential funds allotments » 


■n 
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Officials of the Office of Uu» Comptroller advised us that the vouchers 
and other documents supporting vcMChartd .roads expend! buna- which as-v charge- 
able to vouchered funds allotments any in«lioate the mm A j suture, or location 
of a project or activity which saimon* be iiaeloecd outside CIA. These 
officials stated that if such transaction* were selected fbr audit, the 
vouchers and supporting documents eoulo. i*>t he aoda available to our audit 
staff . Me nade a Halted xwiet of seise ted wuchared finals expenditures 
c h a rgeab le to vouefaered funds alto trouts, and found that unns of the trans- 
actions selected were -withheld from our review. Officials of the Support 
Component subsequently advised us tout# uoiie of U*e transactions chargeable 
to vouchered funds allotaents viL?. oe withheld from our rai-iev on the con- 
dition that the sensitive information Is ;*>« used in our uiicit and is not 
recorded in our audit working pasture . 

Officials of the Support Component advised us that thu vouehem and 
other document s supporting vouchered xUnda expenditures whft.h are chargeable 
to confidential funds allotments could he rode available lt»r voucher-type 
audit by the General Accounting Office, but since these tnouwtctioxui involve 
activities that are of a coondenbial, ojCCTuordinary, or emergency nature, 
under the limitations set fbrtfc in tiie Hreebor's letter dated October lb, 
1959, they are withheld from cof^reheneivu audit by the Goners! Accounting 
Office* lUrther comments on these; expenditures are contained on pages 2 i r 
through 26 ot this report* 

Officials of the Support Component adviced us that th|; General Accounting 
Office would be permitted audit access to t£*e records, fills, and documents 
maintained in the Payroll Brnacn of the Piecal Division, but would b® per- 
mitted only limited access to the personnel files of Individuals included 
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on the TOocbezed funds payroll. Jfa vrxLd be permitted aceeaB to the 
pers onne l file© of employees engaged la purely overt aet&vSt&es, hut m 
would. JK)t be permitted to have e«eo »»a to the personnel of employees 

en gag e d, in clandestine activities or .la direct eitppotf of ainndeetine 
activities. It is our xnidarsta&dLLig taut this gm angenant jouli penal t. the 
flener&l Accounting Office to review the personnel files of poetically all 
of the ea^loyoes of the lii&eiligeaoe luwpoaeai, but would. jr.vsclude the 
review of such flic© of all aaitxoyoeu of to* Pinas Soapanejji and of practi- 
cally all of the employee© of the Support C oapoaea t . 

Baaed upon the dollar voliwe of /ouchared funds Iraasuejtiona charged to 
vouchercd fund© allotments, the aa.Jor activity of the Fiscal 2L vision is 
payroll activity. T!he Fiscal flirfc ira personnel services f alius. tionu 
against fiscal year 1959 voucher#! funds ru about 80 per eant of the total 
vouchercd funds obligations charged to veuahsred funds aUolaaents. The 
personal services obligations v- tlie Intelligence Coi^wneeb, however, repre- 
sented only about 20 percent of tho total 31 A fiucal year \)59 personal 
services obligations or about j„ pure on© of the Fiscal division fiscal 
year 1959 personal services oblige- dour. 

The Chief, Fiscal iDivisic a, airload us that preterit plans are to place 
the vouchers! funds payroll or. newiiy acquired electronic o-jtlpiaent in 
HovQDher 19^0. Hie further advised us that the related eoutexjle and procedures 
necessary to the proposed cha&ese have not yet been finalised." 

^ The Chief, Fiscal Division, a&riaad us that at Ifey 2., igpfil, this proposed 
changeover had not yet been aaouapli©ht»4. 
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It may be possible to perform a payroll audit of the vouchered funds 
payroll activity under present audit limitations, but the ability to audit 
payroll activity after October I960, cannot be determined until the new 
payroll system Is installed . We do not believe, h owe v er, that the audit of 
payroll activity would be productive of evaluations that would be helpful 
to the Congress. 

Industrial Contract Audit Division 

The Industrial Contract Audit Division (ICAD) is charged with the respon- 
sibility for the review of financial and cost data submitted in contract pro- 
posals for determining through field surveys the extent to which the Agency 
can rely upon a contractor's coat deterurLrsrtiono and the financial ability of 
a contractor to perform under contract; the administrative pre-audit of all 
vouchers under confidential funds contracts, and of all vouchers under 
vouchered funds contracts, which will require a cost or price redeteraination 
audit; the field audit of all CIA cost and price redetemitable contracts; 
and the reconciliation of certain bant balances of the covert disbursing 
system of the Finance Division* The Chief, ICAD, advised us that the contract 
atMit work is performed entirely by ICAD eaqieyeee, most of wham are stationed 
et CIA Headquarters, and that without major exception the contract audit work 
follows the applicable provision# of the Armed Forces Procurement Regulations 
and Contract Audit M a n u al of the Department of Defense. 

Because substantially all of the ICAD activities pertain to confidential 
funds activities, and access thereto would be denied, it would not be pos- 
sible, in our opinion, for the General Accounting Office to review and 
evaluate the activities of ICAD. Review by the General Accounting Office of 
the audit activity of ICAD pertaining to vouchered funds contracts would be 
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permitted* tut It is only a minor segment of ICAO activity, representing 
not more than ton percent of the dollar vt luma of coat and price redeter- 
■inahle contracts subject to ICA» field audit. 






?toder the authority contained in Section 8 (b) of F.L. 31-110, the 
Central latelligsnce Agency Ant of l$b9* CIA determines vtich of its ex- 
penditures will car will not be accounted for to, subject to awUt by, 
the General Accounting Office™ Ca this basis, CIA classifies the fends 
available to it as either vow: here! funds or confidential funds* 


Vonchered funds are them ftende that aaa be expsM la accordance with 
provisions of the C2A Act of 19*# or of law and regulation normally applicable 
to the expenditure of Government funds and, in the opinion of the Director of 
Central Intelligence, the vouchers and related documents .^euerally can be aaado 
available for audit by the General Accounting Office. Confidential funds are 
those funds used for necessary official purposes ©f each a confidential, extra- 
ordinary, or emergency nature that they cacao t or should not be accounted for 
in detail outside CIA. 


Confidential funds transactions jw.tr illy are dlsb ura daa n ta that ora 

accounted for on the* certifies.!*? r * mio Director of Central Intelligence 

under Section 8 (b) of ?.L. 83-110 which provides s 

u (b) The sues aade available to the Agency assy be expanded with- 
out regard to provisions of law and rsgulatioos relating to the 
expenditure of Government faadsj cal for objects of a confidential, 
extraordinary, or oa e r pa a cy nature, auefc expenditures m be scoountec 
fear solely on the certificate of the Hractor and every such certificate 
s h a ll be deemed a sufficient 'wwdie.t for the aoeunt therein certified." 

Vouchered fund® transactions are ;rt aseomted for oa the certificate of 

the Director. 
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I ncl u ded in these voucberei and confidential foods transactions are 
certain transactions which are paid from /ouehered funds hut are charged 
to eoufldential funds allotments. Officials of the Office of the Comp- 
troller, CIA, advised us that vouchsrea funds disbursementu charged to 
confid entia l funds allotments represent transactions that are not sensitive 
until associated with CIA, that they are not accounted for on the certificate 
of the Director, and that they are disbursements by Gowernuent check for 
services, equipment and supplies obtained from or through other Government 
agencies and commercial vendors, these officials initially advised us that 
these payments were not being mid e available for audit by the General Account- 
ing Office staff assigned to the audit of CIA, but where these transactions 
were payments to other Government agencies, the related disbursements by the 
receiving agency were subject to audit by any General Accounting Office staffs 
that might be assigned to tbs audit of such agencies. 

Disbursements by the receiving agencies of such CIA funds say be sub- 
ject to our audit, but in any such audit we would be precluded from know- 
ledge that the disbursements involved CIA, or were to meet CIA requirements . 

In our audits of other Government agencies, there have b map. instances, however, 
where CIA officials have requested that the General Accounting Office cease 
certain audit activities. The Deputy Controller advised us that the 
instances where the General Accounting Office has been requested to cease 
activities 

Such contracts, we were ad- 
vised, do not involve fund transfers between CIA and other Government agencies. 


Q r; 
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The Deputy Controller advised un that these larsnaact&ons average to 
be about 15 per cent of CIA' a total e^eaditures. The total of these vou- 
chared funds disbursements charged to confidential funds allotments are 
Included In various reports issued by the Comptroller as vpuehered funds 
transactions* The activity during the two immediately prior fiscal yeare 
may he staasarlaed as set forth below. 

25X1A 


The Controller advised us % letter dated. September 19# 1960# that if 
these disbursements to other Government agmcies were certified hy the Dir- 
eetor, the disbursements by the reeei ving Oovernoent agency would he exempted 
frcsa audit by the General Accounting Office. These disbiartemeats to other 
Government agencies, therefore, are not certified to by tht Director under 
Section 8 (b) of P.L. 81-110 in order to permit audit by the General Account- 
ing Office of the disbursements by the receiving agency. The pertinent parts 
of the Co^troHor^ letter are set forth below. 

25X1 C 




n k* She reason for not extending the DCX certiiicatiao pro- 
eedtares to transfer a toother Government agencies is as follows: 
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a. Warn fwad treaslere are **d* to other uovwm- 
ssaat agencies, gM adequate audit can be *e- 
ooocOi abod without coeprcniUlng security wi» 
fuada are Uitveted by the receiving agaaude*. 
She Agency fools that such en audit is desirable. 
Btnipwur, if the transfer dUbureamsats are Eft 
certified, they ere# % law, erected froa a*y 
farther audit at ihe tiae of diabur marwit by tie 
MMwrf’ Hwr aaoncy . 



25X1A 


Officials of the Support C ot^ ca aa at advised uc that thL*ee disourseaesttts tc 


0O2)SQdQ^cijs^X -remaors 


during the fiacal yaare 1959 and 


I960) would not be subject to audit by ttn Ctanerul iccouotM« Office, because 
the transactione are sensitive mbon twi&ocfated with CIA. 'Jbese offieialc 
advised us, however, that beginauig with <jjqoencilturi3 from fiscal year lSXSl 
fuads the audit exemption provided in Seotioa 8 (b) of P.i*. 81-110 will be 
utilised and the expenditures will m accounted for under die certification 
of the Sireator. 

2ba Deputy Director (Support jadvioed ms by letter dattsd April 13# l*?6l, 
how e ve r , that there would bo m objection to toahlng the vtMehers and other 
docuasata supporting voucher*! f<r«ds iaenseetionr wtleh a&3 charged to con- 
fidential funds aH otaents available for «mcber*type audit by the Qteaeml 
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Accounting Office. Shis woulv. x.ealL tile General Aecounti*.g Office to 
perform the same voucher** type audit of thueo transactions: t s vets possible 
prior to Idle initiation of this j.vvltv. 


Offj^ of togi. sties 

Ow Office of Logistic 8, tswirr the direction of the Director of Logis- 
tics, is responsible for the and iiapleacatatloa of CIA logistical 

stupor t. This reajpoxmibility includes the promxre*i«at, Hi trlbutlon, ac- 
countability and disposition of Agency a<pdj>ae»t, supplies, and real estate; 
the transportation of persona:!, eguipajsut, and applies; too. Uiw provision 
of printing, anil, and courier iieriices. 2ueae i^^pausibilitiss are dis- 
charged through five opera tin., H visions t&i certain staff' units. The 
operating divisions are Printing Service*, Procurement, leal Estate and Con- 
struct! jii, Supply, and 'Eranepcr Jtition . 

The General Accounting Office, in uw* opinion, can sale limited reviews 
and evaluations of the centralised activities of the Printing Se r vi ce Div- 
ision. Meed on oar reviews and discussions with ofiieiait of the Office of 
Logistics during fiscal, year Iptit), tbs General Accounting tffice, in our 
opinion, cannot review and evaluate the wl&viiies of the frocurament, 

Supply, mid TSransportatioK Jttvinicns. However, curtain changes in the policies, 
practices, and procedures affecting the at tlvities ax 'chest divisions are 


presently being ii^lesaented and are expected to increase tie General Account- 
ing Office access to these activities . 


Effective July 1, I960, CIA established policiec- and jrocedure© to 
permit the use of vouchered funds alloia pu tia for headquarters property pro- 
curement consistent with CIA »»e<ntrity r3tptL.ener.ta. This change generally 
peratts voueherod funds to be used for evert prcc-umaents Iron commercial 


vendors In the name of CIA vfcero the docusetitti ouspartiag the transaction do 
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not reveal sensitive data, and tor overt jwoeuranents from, other Oovemoent 
agencies. ftrior to July 1, I960., HeeuStuarters vouchared toads procurement 
actions were United to certain raaenreb mad develogeasnt ctntrocts and to 
contracts for tbs procurement of adadniotnatlve, housekeeping and Janitorial 
supplies and equipment » Me change will asks additional fcupply actions and 
financial tranaactione available lor review by tbs General Accounting Office, 
and will permit increased audit eanesinationo into tbs utili ration of such 
property in toe overt activities of the Intelligence Ccaponent. 

JteBa ESH&j&gge 

Hie Pro cu re a wnt Division, under too direction of the Chief, Procurenent 
Division, is responsible for too procurmatnt of material at& non-personal 
services required by CZA operations. 

She General Accounting ftffiee will be permitted to hat# access for review 
of toe policies, practices, end procedural applicable to usa-covert CIA pro- 
ewreaeat activities, but any verification* thereof would bt United to 
vouchered fund procurement actions . Eeadhparters vtajeheret funds procure- 
ment actions were limited to certain research and development contracts and 
to contracts for toe procures*!®'; of idaLniatarative, housekeeping and Janitorial 
supplies and equipment in fiscal year I960. All other fiscal year i960 pro- 
curamsnt actions were confidential fund transactions, or veuebered fund 
transactions cha rg ea ble to confidential allotments. 

lie made a review of procurement activity during the 6*aoath period ended 
Seewtoer 31, 1959# to determine whether the Genera! Accounting Office would 
have sufficient access to evaluate these procurement activities* lie found 
that 330 contracts authorising tie expenditure of shout $5*3 mllUon of CIA 
funds were entered into during this period with aon-eovern»ant contractors, 
fwsnty of these contracts obligating about $1.4 million of /ouehsred funds 
wwrw mm m&UMble for our review. mast contracts were service type 


Approved For Release 20' 


8 °- 01 240A0001 001 401 1 2 ' 3 

contracts, principally for resea cr-h wnr&. She regaining JLO contracts 
obligating about ailliati were contracts paid from oaatfldential funds, 
or fro® vouchers! funds hut charged to confidential allotjapntB . This 
rwUnr did not include standard purchases order agreements entered into -with 
non-governmental sources, or my camanctual a grae aeats with other Govem- 
naut agencies. 

$ggqy mnaion 

She Sua?ly Ed vision, under the direction of the Chief, Supply Division, 
is responsible for pl anning and l Uq p I e iaenl aution of the CIA supply progress, 
including the accountability for, and the receiving, inapettion, storage, 
maintenance, issue and final disposition of CIA material. 

Officials of the Supply Division advi sed us that the General Accounting 
Ctffice would have no access iftfetaomver to the physical assets of CIA that 
are under the control of the Supply fitvisian. We would ho permitted to mdse 
selected reviews of the unit acaowstabiHty records maintained in the Supply 
Division, with the selection to he made by CIA. We would tot he permitted 
to make any overall review of those records. The General Accounting Office 
would he permitted to review the policies, practices and procedures under 
winch the supply program is carried out, but any verifications thereof would 
he limited to the documents and records evidencing voucher* d funds actions. 
Beadgoarters vouohered funds su^ly actions during fiscal year i960 were 
Halted to administrative, house-keeping end Janitorial supplies, services, 
sad egmfHMEit and the bl a nk et order aeguisitieu of spare psrts and petroleum 
products. All other Headquarters supply actions in fiscal year 196c were 
confi denti al funds transactions. 


Approved For ReleaiWl»r||8Mi4*£JA-RDP80-01240A0001 001 401 12-3 



Approved For Release 2' 


P80-01 240A0001 001 401 1 2-3 


la addition, officials of feau Office of the Comptroller advised us 
that m&xflow of ttotfcher the property mi acquired fron vwtchared or 
confidential ftods the Oeaeml Aocouabiag Gffico meld not hscvo any access 
■whatsoever to the financial property accou n tin g records. 

^mmoset%Uoa. mvielcn 

Ihe SmaapartatfoB OLriaiot, under the direction of i&w Chief, Trans- 
portation Mvioian, is rosponaihUr fta* the troiasportattfon of CIA porsowel, 
etpitpoent, and supplios, and the operation of CIA ho tor val deles a 

Bmd^mrtears actor pool. 


Officials of tha Transported ori Slvtutoa advised m that the groat hulk 
of CIA transportation ahipnente ore clandestine sDvmenta sade unde r the 


oovor otf othar Govemient egeacim . Jae (iocwosnts evidencing these ship- 
asHta are not subject to rmrtm by the 'Jeneral Accounting Cffice as CIA 
tvanoaetiooks. Toe doeuaant© evidencing stdgaemt© mde undo? the cover of 
other toveaeuwet a g sa de e are si&Ject, arcever, to esntxalised audit by the 
Transportation BLvlaion of the (Jeoanfu Acc ounting Office. eentealised 

audit relates 'Wholly to the &oexmmate sdnltted to tbs Central Accounting 
Office, idiich cannot be identified eith CIA, and appear as vrmmxtm of the 
Ooveraasnt agency used, for cover purposes. Sash an audit oaaaot he used me 
a hails for the evaluation of CIA traa^ortatian activities. 

grtaffiii mnrnm 


Irlnting Services Division, ruler the direction of the Chief, 
frintiag Services m vision, it*. rervaalbl* far the dtreetioa of the CIA print- 
ing peogp ■% Includin g the operation tmd m|nt#vwr^e of osatte ali sed 


fecial printing fhdlttiee at B*®lguurtera, and the furnishing of technical 
gui d a nce on special printing sad reproduction facilities in other Bsadguartexv. 


oraanimtional units. 
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l&a Chief, Printing Service Division, informed us thirt the General 
Accounting Office would have aeac&s to thj two mjor printing plant© 
operated by the M vision. Be ad/±aea also that we could review the policies 
practices, and procedures unde r Nddd. these plaate are operated, and that 
we would have access to the records end drxnsasnte upon width the costs of 
these facilities are estimated and cl *u tied to the various users of the 
service within CIA and the other Ccrvernaeat agencies. Howuver, the distri-* 
hution of the cost of the printing services to users vlthif. CIA are to 
confidential finds coat records and we would he precluded fro© verifying 
the distribution of such charges to the minted cost records. 

IBBBSBHftL mam KSCHABISWS 

CIA mnagsnwnt controls tno.Ui.de three internal review aachaniiaas. In 
the Support Component, an Audit staff la responsible for inducting internal 
audits of CIA financial end property activities, and a Management Staff io 
responsible for conducting mu moment reviews. An Inspector General on the 
Staff of the Director is responsible for conducting inspections and investi- 
gations of CIA activities. 
gugBprt Coaggangnt 

Audit 

The Chief of the Audit Staff is reapoasible directly to the Deputy 
Director (Support) for an lndep&uaer. audit of all matters relating to the 
receipt and disbursement, and apj?licfetic» of funds and assets available to 
CIA* this responsibility include* the detondmatloa as to whether the funds 
and property of an activity audited are uned in an economical, efficient, 
and proper manner, and whether this use its in furtherance of an activity 


94Q4 
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authorized under t he pertinent laws - arid. raijulatlons. The * ope of an 
internal audit »y fee Halted in order to ;aainfcair; operational and security 
cover, and to adequately protect int alH gtwee source* and ruthode. 

la carrying out its ragpons Vat li tiee , the Audit Staff t.e directed to 

give; 

"Sae regard to geaenflly aceerrted principles of awditiiig, 
coeaid* ration of the effect iv en e es of aceouising 
organisati one end syeteMSj tntwml funds sad property 
accounting controls; aoQountiug proeednrte aad reepcmgi*' 
hill ties of operating emgeum Is in relation to ghe receipt, 
custody, aad we of fteafe# property and other assets; and 
other related adainistrativf practices.* 

Beporte on the results of the au&l 4$ perfeoraed ere directed to the 
organisation audited, the Deputy Director (Support), and* raer« appropriate, 
to the Director of Central Intel li pence. 

The Deputy Director (Support) advi ae£. us that generally the entire effort 
of the Audit Staff has been in. the area of clandestine activities. He furtaer 
ad vised that internal audits of support activities involviig both confiden- 
tial and vouefcered activities did not sepfjnat© the aonfidee.tlaX from the 
vouchered activities. Officials cf lia Audit Staff adwlsei. us that about 
90 percent of their audit effort is in lahe area of cl and es tine activities . 

list our r ev i ews of the Pineal M vision and the P rocurodSHit Dlvit ion, we 
uere given access to pertinent esuclit reports because the rt-ports did not 
disclose any sensitive inforeatios;. tfe \#;re tefused access >, however, to the 
u nder ly ing working papers on the audit of the ProcursMeat lUviaioa., be cause 
the confidential a nd vouchers! estterial could not be sepexitted* In our review 
of an activity of the Intelllasaco Ors^nest, we ware gfvelx access to the audit 
reports and to the related working papers appHcable to vouchered funds 
activities* 
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Without complete access to tbs audit progMras, working papers, and 
reports, the General Accounting tffiea cannot. in ow opinion, mb© any 
effective evaluation of the CIA internal audit activity. 

Hmirmurnt Staff 

The Chief, MungHHBt Staff, is reopoasthlu for adalnl staring the CIA 
prograa to Inaprove aanagsHwat and iffteieccy throughput tie Agency, including, 
among other things, reviews of tie organisation, inactions, sys teats, methods, 
and the utilisation of personnel of the various CIA organisational units. 

Such reviews are performed at the nefuest of tha officials of the various CIA 
organisational units. Based on fuch reviews, the Mmagamett Staff submits 
reports and recoeswmdatians resulting f.'os each review to the interested 
officials for consideration and necessary action. 

In our review of activities of the Intelligence Ckm^osaai, we were given 
access to reports and recosswndr.tl ms resulting fro® such Inaageiaent reviews 
of the Intelligence Component 
Tnwpector tVnoml 

The Inspector General is retpocsihle for conducting inspections and 
investigations on behalf of the Wrecker cf Central Intelligence throughout 
the Agency, including tee survey aid aruluatlon of t|.® assipament and per- 
formance of the missions and. functions for all cosmonauts of the Agency, and 
the investigation of fraud, aJ.su* e oi funds, conflicts >t interest, and other 
matters. 

We were advised by the Deputy Wractor (Support) that ssbe General Account- 
ing Office would have no access whatsoever to the reports aad working papers 
of the Inspector General. 
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gnsuitHBEg CQHPQggig Acrmms 

activities of the Intelligeaoe Component ray "be grouped in three 
gmeral categories; the overt co.Oect.tcns of intelligence laformtioa, the 
in dex i ng and collation of suet inforaatloa, and tie production and disseial- 
ration of intelligence reports toed an this information. In addition, 
certain covert (confidential} activities are performed in this Component) 

13m activities of the Component are carried out aider the direction of the 
Bsputsr Director (intelligence) by a Senior desearch Staff on Interratlouai 
Coeauniaa, a Photographic Intelligence Carter, and the eettm operating 
offices referred to as Offices of Operations, Central Befetence, Basic 
Inte l.! i g aaca, Research and Reports, IfaUaial Estimates, Current Intelligence, 
and Scientific Intelligence . 

13m activities of the Fbotogieplilc Intelligence Center are confidential 
and ve have had no audit access Iwb substantially all of the activl** 

ties of the seven operating office# ere overt. She Office ©f Operations has 
primary responsibility for the overt collection of intelligence information, 
and the Office of Central Reference has pat itaory responsibility for 
and collating intelli gen ce imomatien. She five remitting operating offices 
ar ® responsible for thf: production and djaueafnatlop of Intelligence 

reports, fhe Office of Basic Intelligence, for exsagjle, 1# responsible for 
coordinating the production and aainteaunce of the rational Intelligence 
Survey, a comprehensive digest ol 1 basic intelligence on foreign areas. 

Out reviews of the overt activities of the Intelligent Ccs©oneat wore 
node in the Offices of Operations, Central Reference, gtsic In telligenc e 
to determine on a selective baals tteher these activities nre effectively 
and economically carried out and mm in aoiordance with baste authorizing 
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leg i s la t ion, Rational Security- Council Intelligence M. receives tad other 
re gul a tio n * , end whether adequato atbal aiitrati v» proceduxtes are used to 
guide tad control the activities of these offices. 

BaotA no our review, w believe that there is sufficient audit access 
to nske review of ov ert operotions of the Intelligence ftnyowent. In our 
o pinion, however, suah review sill not bt productive of significant evalu- 
■tious principally because se cannot feasibly evaluate thu extent to wt&db. 
nee fled overt inforaatlon is avsilSbLe for collection or dEter ai a e the need 
for the intelligence inforaetion selected for collation slid use in the pro- 
Auction of i n t elligence reports. Beauaso of the great quantity of iafbr- 
— fc t e e ewailafcln, shout 90 peroant of the annual expenditures of the Intelli- 
gseee Oo e poiwat relates to payroll end other contractual jpeyneots tor personal 
services rendered in selecting or the basis of personal JuAgeontt under broad 
gui deline s es t a b l i shed by the Inte l lig ence eoepualty the specific information 
to be oolleetsd, collated, soft used in tl* production of Intelligence reports . 

Oiar revises in the Intelligence Component dis olo en d fertein natters 
rel atin g to* (l) the financing by CIA of certain Department of State 
activities which do not seen to be the pviismxj respoaalbiUty of CIA and such 
fi n ancin g nay have the effect of supplementing the annuel appropriations of 
the Department of state and (S) the fl mining by C3A of certain library of 
Congress activities which substantially tresscead CIA's interest end respon- 
sibility. 

Our comments and findings on review of aelectnd activities of the Office 
Central Reference end the Office of Sasic Intelligence, together with 
CIA's coewent s, axe included aa Appendix I V to this report. 


}■ * U 'A.V te ;■« ‘S: i Hi- HmC 
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Ibllaeing are our coawaraB -with respect to the activities of the 
•elected offices reviewed* 

Office of Operations 

fhe Office of Operation® (33) in xe^joneible for administering as a 
service of comoa concern the seleetive & spied t& tion «n<i iviporting of 
intelligence iaformtion obta Lnahls lion dosacstlc ™v'i— va imt aourceej 
foreign radio and television bruudaests, xbrelgu Ja a Bgpa g B jijblications, and 
analyses of mteri&l objects ori^i anting tdthia the Soviet Bloc. Respon- 
sibility for esjploiting and repartin^, selected infonaation from these 
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Foreign Documents mvtalon 

The Foreign Docvraeat© Division (IT®) in responsible ftr exploiting and 
reporting on & selective bento J£» tol«ll : .genee informatics obtainable from 
several hundred thousand foreign i n e wsp apers, periodicals, technical 
Journals, books, and assnograpiro , Brood nifuirtmntt concerning the area of 
needed intelligence are developed in or totordepartamtal (-caanitte© cm 


25X1A 


Bsploitation of Foreign language IitbJi.cut:.oas (CSFU) of yldch the Chief, 
FDD, is the chairmen. The coianit1.ee is cjaposed of representatives fro® 


other agencies of the intelliupa:* oarwualty. To carry on?, its response bi ] i 1 .y. 


FDD has a staff of about 275 distributed throughout its Washington bead- 



admtnl stars under the general guidance of FDD approximately 1,100 open-end 
personal service contracts with iniinlfiaal* she have agreetl to perform or. 


25X1A 

25X1A 


various unit rate bases certain translating, editing, typing, and printing 
services. 

On the baaie of personal ju%iait| F» staid' and contract personnel 
screen and analyse in accordance with the broad requirements develo;>ed in 
the C5BFLP some 5$ 500, 000 foreign -:.an{ susge pages annually, nnd select from 


this material the inform tier to 1>e reformed by ST©. Xatqplgpnce inform- 


tlon selected from, this material tteing fiscal year i 960 ajsulted to the 


production of some 200,000 page* of ISaglinb -Xanguagt reports. 
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ames oy central Mmamst 

B*e Office of Central Refertaoe (XK) Is responsible far providing 
the overall direction end adalaistmtivfe suppor 4 . required tj maintain a® 
a service of cowaon eonoera CIA’s contrail ted reference eer/ice . Its 
activities are carried oat wader the direction of as Assistant Director by 
three operating divisions, fot.o registers, a library, and a nuatoer of staffs. 

Me reviewed activities of the Idal&oa and Collection Division, Docu- 
isenta Division, Machine Division, Hm Ti.tr ir /, and the Biographic Rebate.?’. 

®* Liaison and Collection Bi’daXoii ( tCB) Is prlasrlly responsible for 
conducting and controlling later-agency ani intra-agency qpsration&l liaison 
with respect to servicing requests t&xi CXI and other aoverramnt abodes for 
Intel l ig enc e support, providing for the coordination of Intolligaece eollec- 
ticaa requirement®, collecting totalllganee Information from other doveranent 
aggies and their officials, arid producing intelligence information reports. 
With a staff of about 25 Id) serviced during fiscal year l^'O approxiaately 
5# 700 requests for Int el l ig e nc e; fAtpoe’ •, T>0 nev TGqplxmew: directives, 

500 briefing and debriefings, and published about 550 intelligence iafoim- 
tlon reports. 

ftxnaaai^ Division 

Bie Somneats Division {DJD} la priBSurily responsible for providing a 
central A^acy service for the receipt end dia@teiinstton of in telligence 
documents and non-CXA. cables, in uccordsno*! ■with the re^ulrvaents of 
authorised recipients; developing end aaiatainlng a coding and indexing 
system for the retrieval of intelligence doauseats free the central repository. 
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end applying to eelected Incoming intelligence documents the appropriate 
retrieval code and index* With a staff of about 110, SO rfetlved, coded, 
and distributed daring fiscal your i 960 approximately 513,(0) documents and 
cables* 

Machine Division 

The Machine Division (MD) lu primarily responsible for providing 
accounting machine (IBM) indexes of documentary and graphic intelligence 
materials held by OCR, asking microfilm photographs of such intelligence 
material, and preparing such photographic reproductions as are required 
for reference purposes . Using a staff of about 80, MD added during fiscal 
year i 960 approximately 2,1*00,000 IBM index cards and 1,000,000 photographs 
to the files of OCR. MD also reproduced team, microfilm about 300,000 pages 
of intelligence information for reference purposes. 

Ihe CIA, Library is primarily responsible for provldini central Agency 
repository and reference facilities for foreign intelligent e information 
held by CIA. With a staff of about lhO t the Library provided during fiscal 
year i 960 sons 747,000 references to 337,000 information requests. 

fbe Library also has assumed under an arrangement with tie library of 
Congress certain responsibilities vdtfc respect to the financing of Library 
of Congress activities concerning the publication of a Monthly Index of 
Russian Accessions and an Sast European Accession Index* these publica- 
tions are primarily distributed tc public and private research organiza- 
tions and libraries in the Caitod States and many foreign nations. Including 
some in the U.S.S.R. and its satellites, end the projects, in our opinion, 
substantially transcend CIA's responsibility for providing a central 

reference facility as a service of coraam concern for the intelligence 
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Corn wall ty. Our comments concerning this activity are included In 
Apyeodix IV to this report. 

Bflgg MsJMg&SS. 

the Biographic Register (HR) is ansi good primary responsibility for 
m a int a ining and presiding biographic information oa selected scientific 
and techn i ca l personalities of foreign countries, and economic personalities 
from countries inside the Sino-4>ovi*t Bloc. HR also has assumed under an 
agrecaset with the Department of State certain responsibU itles with res- 
paet to the fin a nci n g of biographic coverage on selected political end socio- 
logical personalities of foreign countries end economic personalities from 
countries outside the Sino-Soviet Bloc, which seem to he the responsi- 
bilities of the Department. Our cce maavts concerning this activity are 
Included in Appendix IV to this report. 

A com bin ed staff of about lAO, iac l u &iag 27 at the Bl financed activity 
of the Department of State, provided during fiscal year lf6o biographic 
reference service to about 6,000 biographic requests, prepared 6,200 written 
reports, and furnished 1,169,000 name references and documents. 

g *£*$. s* saa&UsmMssrn 

fha Office of Basie Intelligence (OBI) la primarily responsible for 
coordinating the maintenance and production of the national Intelligence 
Survey (JUS); for making such requests of other Government departments and 
agencies as are necessary for the development and maintenance of the BIS; 
ana for the review, publication, and dissemination of the US. Primary 
resp o ns ibility for selecting and producing the political, sociological, and 
most economic intelligence included In the BIS seems to rest with the Depart- 
ment of State. Primary responsibility far the production of military intelli- 
gence rests with the Department of Defense. 
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The HX 8 is a co mpr e h ensive digest of selected basic Intelligence on 
foreign areas, the digest is deeiffusd to serve fully the strategic and 
operational requirements of the Xapartaant of Defease, thn foreign policy 
requirements of the Department of state, and the lover planning and opera- 
tional requirements of all other flen^enment agencies. Broad policies and 
operating requirements concerning the Intelligence infoxmtlon to he in- 
cluded in the HIS axe developed under the direction of the National Security 
Council and an interdepartmental Hationa'i Intel ligance Survey Committee of 
ehich the Assistant Director, (XU, Is the chairman. The bouslttee is 
composed of representatives from the Departments of State and Defense. 

0 BI‘a responsibility for coordinating, reviewing, publishing, sad dis- 
seminating the W& HIS sections produced during fiscal year i960 was 
discharged by a staff of about flC. 

CS 2 also has assumed under an errangement with the Department of State 
primary responsibility with reapect to the financing of Department of 
State activities concerning the production of political, sociol og ical, and 
ec ono mic int elli g enc e contributions to the HIS. These activities seen to 
be the responsibility of the Xfcqjertmeat of State. About ft© Department of 
State employees were assigned to this activity during fiscal year i960. 

GBX T s fin a ncin g of an activity > 4 tlch seem to be the primary responsi- 
bility of the Department of State may have the effect of supplementing the 
a nn u al appropriation of the Department of State. Our comments concer ning 
this activity are Included in Appendix IV to this report. 
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STATES 


B-133200 


WAEBIHGT03 25 


m 29, 1959 


Ah&X J* KllcJay, ChAlr^ssx 

Central In£eljLig*xc& Agency 
Committee on Armed Services 
House of Representatives 

Sear Hr. Chair sens 

Ob Mty 15 , 1959 , Mr. A. T. Bamtelscin, Erector of our Civil Accounting 
and Auditing JDlvisioB, attended nr executi ve meeting of yo*r Subcaamittee' tn 
discuss our audit reaP^sihilitiifS snd activities at Contrfl Intelligence 
Agency. At the oasciuslon of this meeting, it was suggested that recoasnenda- 
tlons bo submitted for the future audit activities V the General Accounting 
Office at this Agency. 

rollxnclng the auactacnt of tie tea torn! Intelligence Agency Act of 194-9, 
the then Sdrector of the Agency rt-faseted that nstidthstanfing the very 
broad sad unusual posers granted to the Central lataOigsnfe Agency by the 
Act an audit of expenditures at vie site* as previously performed by the 
General Accounting Office, be continued. Accordingly, the! General Account- 
ing Office has continued to mate audits of vouchered expenditures, under the 
sane arrangements that were in effect with the predecessor Central Intent- 
gsnee Group. However, in vies as the provisions of sectlot 10 of the Central 
Intelligence Agency Act, no exceptions Haw been taken to #oy expenditures. 

In those cases where <passtion&bii; paysmutt; coos to our attention, we refer 
the cases to the CIA Controller* t Oilloe for correa tive aftton. In using 
the teem gaestiomble payments, we mm »y expenditures wf-leh, except for 
section 10 (a) of the Act, would appear tu be improper or illegal cither 
under ?« w or w »ay the decisions of the controller General.. In our audit 
work, we have not made a substantive levies of Agency polities, nor of its 
practices and procedures, and wt hm.- ws&t m audit at expend! turns of 
unvouchered funds. 

Bine® the enactment of Central Iktclligence lsgislatltn, we have gen- 
erally broadened the type of audit wt- ante of the aotivitirs of most Govern- 
ment agencies. Under our ccaprehaasivie audit approach, ouf basic purpose is 

or nativity under audit 

carries out its financial regpcetalbdLlltien^ He construe financial resgonsi- 
bllities as including the expeniLturt of funds and the utilisation of pro- 
perty and persconel in the fbrthassaco only of authorized jrogrsms or 
activities in an effective, efficient, anti ecoooalcal mmxmr* In carrying 
out this kind of an audit, we exsadne the organisation str|icture and review 
the established agency policies :%t cceafcamlty with legislative intent and 
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eppHoafcility to agency activities. bu aim emaioa agency practices a nd 
procadwws fallowed in car ry i ng out taw* agfxacy policies and wake selective 
amtiAmM mm of actual txmasaotiaar; m a seatas of agpndslni; the apg l t catiar 
of m&mey practices sod procedures. Buparts an the feeulta of our *.r>rk arc 
sutfandtted to the Congress and to agency manaaouent official!;. 

Wo believe that a broader typo of audit is appr o p r i ate for our work at 
Central Tntaiiia»nf<c a&b aear and la asm likely to be q rodugiv a of evaluationc 
of the adrinta taatiVB functiann Which would be helpful to liw Congress and the 
Agency SdLreetor, le have acwordtai^ couolUtded that it wovgA be desirable to 
•VMd our auCIt work at Central MaBMggme Agency wore lii line with our 
regEdar cauprehensive audit approach. 5b« esfcaadsd weak w*&d include an 
euiwl nation of vtmekered eaqpcmdltaiwo^ and* at the outset, the controls and 
procedures used in processing leranicfamwd. ca^e&ditures. Al|so m would pro- 
pose to oaks a United auMdaatiaa of the support f&r u*mx|;liered ea^eaditorec 
in accordance with such agreement oe to access as can be waited out between 
CIA said our Office. As Indicated by the preceding cenaenta vc have heretofore 
carried out only limited audit work at CIA, and we do not udievw such limited 
work should be continued. 

At tide time we do not recoaaond a*y change in sactioa 10 of the Central 
intelligence Agency Act. We bdifMW, hewr/pr, that your could be 

wary helpful in effecting a change in the .3«qpe of osr audit work at CIA by 
advising the Agmcy of your interest in. ersadedog the au&t* ■ performed 1 y the 
General Accounting Office. Any broadmdng of our audit activities sJeuld not 
include an evaluation of the into Divine# activities of the Agency. 

We are prepared to discuss tins mtistr further at your convenience. 

Sincerely yours. 


(Signed) Joseph Caupbeil 
Omptroller General 
of the Waited States 
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csmm. mmumms 

Washington 2% B* c. 
Office of tho M rector 


16 Oo tuber 1959 

®*c Bdaaorabl© Jfcsenh Caap befJ 
Bie Comptroller General of 
th& Oat ted States 
Washta«Ttm *5, B. C. 


ftar Sfc*. Oaupbell* 

? !Uewre you on 30 July, ve hare discussed 

J*. Sasuolaon hot* fee (kamm*. MoomUa,^ omsVa audit of tins 
I ^»W»na that the General. Aeco|m.tlns Office can 
JJPJ? ^ t ** * couaiderablj portion of the Agency, 

**?**?-** thia direction I feel that ve tfhotdd reach agree. 

Maat or. certain fundamental aspect a » 

-a-. 5 «S ** 0i 19^9, the Congress, recognising 

f*!*L in contact of intelligence activities, 

T to ^i4 Ut ? 0rit i # * °** r , r ** of nod accounting for Agency 

ftmds. In pMtlotOar, Section 0 cf that Acre (fonaeas&y Section 10) provides 

** * coni Ldcotiai, exiSCTuwrtieaey, or energjeacy 
2? < ? lrty 0,1 ** w^cate #f the Director 
bs fieewi. » sufficient vo*ehar for the 
aaogi t tasrr ^in certified. Ibis wording ices not cantespOete the nrriew of 
expenditures which the Dirac tor certified cere nude lor coafideutiaa, extra- 
ordinary, or eaergeney purposes. 

* *** ^aaacy are teclmiatUy or. an "uuvouch- 

J™L ** P Aicy * a ‘ 1 rJj#t ot predeeasavs to Halt the 

ex ercise of th is special authority to these activities vfcKfcs la the national 

‘nr^T^ST^^s ^ ** m * c ' xt * peotecuaia* 20 *« extent possible 
JJ u a4 f g ti>J o^aap provisions of the Central IntelH- 

WU £ ,rf ** Wmdittras ado available to the 

^ner sa Acc ounting Office . HfcLs .policy has been estxclaad ‘"x> each a degree 

!!f in t**** 90 ^* 11 sensitive but conducted solely in 

SS^t J*®^ 0 **# •*■ fua^ under general author! tier 

vitbot rb inv oicing ay social ae.tfcsK.ty tc mfcs final aacoanttct; therefor, a 

Hf* Catm * m ** tiw 3«*rat'- Accounting Office 
^ vouchered expenditures, -would 
nec«warily r^,:h into the eonfitoittsj. tgsaatitma Which ttatqr support and vbicl 

”&**+ «M» action 3 Of tl* dctrE theae 
^taac es, ther ttfore, the ccs^rmwaaivu twuit veuld hare to be limited so as 
to raaaln outside the area of aeuoiUve sauurity op«r 4 tiosQ», 


4 r 
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la view of t bo wtotx&oxy Dm&ee ound, I trust that you will agree with 
the position. set forth above. If you hate question I ut>ul& he delighted 
to discuss the sufc^act vtth you. art; your eaifsdmce. If wo are In aisreessjent 
<m these fuodaiMmtel principles, I sug^sst that your rejnreswstatives cantime 
to esplore with w? staff the asmaeo' in which the scope of tire General Account- 
ing Office’s audit of the Agency way i>e bnjadejied, consistent with the 
security reftiireaents described ahemt. 

ffijicex'uly. 


(Higaed) Alien W. Dull** 

Alien 1 ?« Dulles 
riCTKJtor 
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8-133330 


WA/nsanTWi s? 


Oetctw 21, 


JWBWfcla Alloa 8 h Um, Mxmvor 
CenLmi IntalligBsca A&m&y 

3mut Mr. 810108} 

__ J 5 ?? Octahtr MBUj a pac*,** .atoma, of 

teir la. dm rartnadt am furthar do- 
cwwoftB hwra hod hetmen of this Sn and jour Sta£f\ 

Jfifg j"Sy ■**■» «• «lf» m*j» laaim la the aettviUe. of the 
Caettal nm a H^w e Agagr ■* tfca broad amtarirntton dam you over the 
«ff«nflrtarsp of end accouaUa^ fbar A&aoay feeds. la rvoo^iltioa thereox. yao 

i h i Apogr tould ten to be 

H*it 8 A to vmr&mm outside the era of asMtiw security Spemtiooe on: 

^ esrMfi^ hy the Stnsetar tsMtor Section 8 

of the Central latAUinsoee Ageacgr Act of 19 * 19 , «# mmatat d. 

(2) ta , 0 * operations pro- 

t««ttoA ty your authority under Section 3, 


am to the extmt g^tm, myuirt hr ,» u amfUmtmi, 

SSSST& S "* •* "** ot to 

StaSm St ySJSSSy ^ teyoar a adaeUve eaua- 



ututna to 
vi«M» the principle* 


*MU98ajJ%'lk*d Yfe A CZfmtjeiaSft -aa— — — - % a , fc * . 

SgjjgJI T. at yw^ te^Uiawce Agency 

expressed lit jour let ter • Bomrvvtr, is the event It 


CMENTIAL 
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•onMMKTS after a trill period that our ro/lews ft?® 1 left ted t© such an extent 
that ¥8 cannot effectively end cans true tivcly acc om p l ish any worthwhile 
objectives* we will have to consider whether the audit should he continued. 

On the hftftie of the above* we are Killing to have further discussions 
with your Staff in order that the audit aqr proceed. 

Sincerely yours* 


(Signed) Joseph Campbell. 
Croptroller General 
of the feftted States 


Approved For Release 



DP80-01 240A0001 001 401 1 2-3 






25X1A 


Approved For Release 200 


ft -1 


iliil 


80-01 240A0001 001 401 1 2-3 


am aax iv 

intajUigseca commit?, it has "bate detrained that CIA m> loam* esa 
Justify major support of the two indexes because of ehangad intellig ence 
WW ^ MI * nill continue to support tbs Library, however, for the pro- 
y ant toa df certain Slao-8ovlet Bloc biographic cards. ! |^m have 

gmm. in importance from a by-product to the most valuehU? part of the 
project, tar detailed ccnoumta on this subject art prams it ml below. 

the f inancial support of tbs RnshefaUer foundation, the iihrarv 
*•*» p ib lt s hlng in April 3$46 a Monthly list of ta^T^aioia»r^ 
town at the KIRA project. The projrotwea tarooSaa* 
daring tht parted tarn July 1949 through March 1950. CIA support «sr the 
r *® ll ** t * 1 the Lilarwry for tha period fxm April through 
J^aa 1950, but the «*®*»t w»e disapproved by tha CIA Projects Review 
Cc ™ tt# * because the project as considered at that t ism to be of general 
public inte rest only and therefore not directly an intelligence function. 
JwUisriay ^supported the project during the period fro® April 1950 through 
Bae*ffi«r 3951, and a gai n retuastad CIA aagpert far the project in October 
1951 : This revised request, which vm approved ty the CIA Project* Review 
CoMittae in Ifovanber 195 1, proposed that the intelligence value of the 
p ublicati o n wuM be strengthened by including translation* of the tables 
o^ogessh of current period! eels, and a subject index. CIA provided about 
t» Librax 7 for the support of the project during the remainder 
of fiscal year 1952, and haa been the principal source of funds fbr this 
publication since that time, The OCR budget provides far the expenditure 
of about $402,000 for the support of this project in fiscal year 1961. 

Hnder the confi d e nti a l sponsorship of the Fleas Ogapaanat, the Ubrarv 
ba#» j^i^&ag late in 1951 an fast i^ropean Accession s idst, n ow brown 25X1 A 
ro the JGftl project. The Plans Ccaqponent provided about to swpori 
this project in fiscal year 1952, and continued to support the nroaTatUm 
through its budget until fiscal year i960. He und er sta nd that assumed 
flaraLal support of the project in fiscal year i960 because plans Cosuon- 
«t rover far the pro ject wa s no longe r neeassazy. The 0®! budget provides 

of sboutU^^Sfer the support of tats project in 
fi sc a l year 1961. 25X1 A 

tar review of the JURA and 2RAI distribution lists foe December i960 
disclosed trot research orgaaisstiona aad libraries in the United States 
sad rosy foreign nations, inclu di n g several in the U.8.8.3. and its 
astellitea, ero the principal redpies&s of the two publicwEtions. Of the 
WO^Lrotaly 2,400 copies of MIRA and 8SAI distributed during that awitfc, 
f*?*?. ,‘® 1T , to public and pxivata . ra s a n rch organise- 

tioro and libraries, 200 were sent to other Oovc r m snt agendas, and 200 

*** Llbr * xy * **• satarstaad that tha 200 copies retained 
by the library are distributed the cacsqponants of tha library and 

thnagenciro of the intelligence cowmity. Only 600 of the 2,400 copies 

Sfrrr?? 4 SfJ i80ued 00 * *ub*alptioa beats, the cost of which ranges 
from $10 to $16 a year. The ra nads&ng copies are distributed without 
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n , . ^ ** i ^ aat Director, Office of Central Ref e r e nce (AD/OCR) abated 

v * 3g> * ad i as werk-load and operating ooat, It 

™ a«wwry for OCR toseek n fld ltlanal financial support for the 

a 1960 “® * pointed out thot the Library 

tio©* on^thfbaii^tS+^SI^r ^HLf* *** iloancixl€ ,or thBD * *>* publlca- 

e the itaUg they contain is in the library's files. 

raade * Tmilabl * to the library In 
6«i*oee Inundation (SST), Xatlonal Lro- 
} * *** AWc Bnwr « r (ABC). 

IS ^ a **» the budgets 

**£■•* ^ 35dl - O*^ the Ait, however, if 
^ ^ inteHipance directives of the Rational 
Sf** of *“ ljlite3 ^ f ««e cwwnity. fhe AD/OCR 
k^J 5T f* 35 **** to «« a ** 8to i» flscsl year 1961 a 
S.^S B L henf S*. 1 ? «“* * and that he has^ug. 

*** “P®® 3 * 4 to explore the prospects for obtaining funds 
?** yrp&ictlcm of both jt&Ucttlui fra aninrlata Ii.ll aoeictia. 
fmmia i him. Ha It&tadj bowrvi that tha contract for th® nmn n ‘ 
•anrcor ™« to HU teovUds.li, InJUr 

ttrtian, -A tl»t h. « ^ «*, ^ 

'If »*«ial In tha die- 

caarge or it* responsibility for providina the Intel 11 ssnrua ceemmltv with 

the JrthUcticB „f t!a»a Mblfo- 

g»pa c Mtenan, Havener, primarily serves the needs of puhlle and private 
<W^»tiona and libraries and therefore, is a f inctlon of the 

^SS’thTriL^ *“ tt VO** * ^ CPP^late to 

SSHf Sd. CO * t * tto0U ^ **“ “PPwaprletlons of the IlS^rafcher 

the ** CIA **• •**» to reappraise tbs specific needs of 

^*tS b i^ffi? i L^ 1 ^ t i e * noC *** &17 40 P^aaetlS SPSSrSfto 

■••* the specific needs of the intelligence ce— uni ty 

C A ua ?» rt °° k ra«CTr^^ aoUon ahlah dUalw* that lnt^Jiganc 

22L?® “* *“ ladaraa hare abauM and that ( 1 ) a— a far tha^oa- 
taJKWtioa of KEAi w negligible. (2) the wm rmnn.nuTr . . 

their original deeisioTStto sippet buttre ,eed 

•mm*** mtb* iirT^\^i«a r 1 ** 0 ** « ceased them to reconsider 

•** ( ? ) ia3tt * to,ad *• to Met chassis reouir^ 

•r®* * by-product to the most valuable part of tn <«4 

findin gs a CZA adrlaed f u-, > ir^oT_r^ f* *»!*«• Bssed on these 

aall -ljg!*. . 5*2**“ y® 8 «oitsd states Intelligance Board Oonslttee on 

to (1) J*"® tbs BSAI as rspldly 
** r *c a on abla fox the Library to do so, ( 2 } Maintain rm# IS M yL 

onSar 10 ■» to define the 

8uch ^^eeP^ilc ser^es,and to 
a 1*MaiWa <*«nge in the present publics- 
%lan > ““ '3) continue support to the Library tor the pr^amtion of 

MogrspM.Cp«n^te gn ^f| a ^3Q|»J^g 4 Biggs r . RD p 8 o.o 1 240A0001 001 401 12-3 
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APPSBDIX IV 

2“*/^ 196i > that the CIA findings and plan 
auppori: to the Library *br EEAI and 
KIRA have been reviewed by CCW3 end the United States Intelligence 

masr 55* a *)g| ^£&jyjfre planned etirt^loent. CIA 

may achieve a saving of about HMHHT annually under this plan. 


supplement 


25X1 A 


ft ***^ «*»«»■» at! *■*»*. jocs-dai pmn, for « 

T-. 1” 1 a *pco <*ivure of about the purpose of susmoetliuc bto-oclyia 

ty other Government standee. ™ t — ■B£^« 
em^aaount concerns activities that seen to be tbs sKfiSniroon- 

?» **" ** SU ^ e ' not «f OCR and OBI, «SS ^bave 

a^plaaenting the annual appropriation* of the DepartLnt. 

S flsanced effort of the Department of State 

*«* *• -^ ■*■ 

^ZSTSSSXZ SSSTc ^.'SSiJS^XS.'SiSS 

S ».g *? « 2 ??Si* ^ «“ ~POMmuti« or thTSS^tor 

*a^e*rz,tum of the Hatlaial Intelligence 

fSToBI Sna^rS^uah 1 ?^ <5 J* ch * u ^ of ***** responsibilities, both OCR 
UwS <UWU * 1 0 *** rtl *« **S*ts * aaiber of con. 

®«® lc1 ® 8 ' Advances or reimbursement, 
»5™S. was® projects are made by OCR end OBI under the authority of 

^ctionjg of tn. 8000 ^ Mt «r in «a «u« *.) “ STSSL? 

V ?f" <*»* ««*». =“ to Mthorltea to 
to o^TiS ^ P *' OCUr *-" t 01 ***• — 

of IHSZJSL “ft?,***! ?'. lrt,11I * B “ J>r*4uction activities 

P»J«trTS^SST^ iSL tSS °*S < S* U jg ,t * & ^™ 3r <■») 

S»a that ’ ** State. These projects produce intelligence In 

P rto*z? responsibility of the Department, however 
ot th ®,f lA financed Ills effert of the Department!# diverted to * 
activities usually fi nanc ed from the salary and T.n nu.ji _i . . 

the Department. CIA’s fln*?w»i*i , ^cpmimo appropriations of 

the ISr^ationa projects may supplement 

the ^TffrisnnSTrr f 22^^* **• Can « r ««s has been advised that 
we fiMaeea US activity of the Department is net a reimbursable 

Jeet. It Is not apparent, however, that Qoag r es s w b<sen «e *2 

£™S" <* •««* to* tho ^ ^ 

4 * t * il ® a oommtta on thl. subject dm pjoeentod t*lov. ^ 

tho *~vritj Council eselgn to 

i ZTif^TlTi . P^i^ory responsibility for producing poUtlcbl and soclo- 
iegieal intelligence cm all countries*, and economic fntelS^^T™ 

Sine-Soviet Btai, ae to 

SeJwt ± ®r2*n? 0IB S n iS‘ Uadar ™»»a»«*sta made between ClTISTth^ 
xwptf u&ditj tb© BI tad SODB ©roJfcts ftmiish cta u! fVi . , . 

In to... Bane — Wc 
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APFSHDII IV 

CIA* e financing of the Department *s BI project was 88 the 

result of a CIA staff study cc*p let ed in September 1952- This study dis- 
closed that biographic intelligence oa roao-scleotiflc personalities was 
then being processed and serviced by both the D ep a rtm e nt end CIA, sad pro- 
posed that this duplication of effort be eliniasted by working out satis- 
factory nrmagaaeats with the department for the servicing of CIA requests 

fay MtHtnoddc itr ijai n on tbete nemBftlitlfts , Oil# fypw w ftl vis 

appro v e d by the Deputy Director ( Intelligence) ami an agreement under which 
the Department assumed full responsibility for servicing CIA requirements 
by net latter than July 1, 2953* was negotiated in Htowaaflber 1952. Under the 
terms of this agreement, which we were advised Is still in effect, the 
Department provides complete biographic service to CIA os foreign political, 
sociological, and cultural personalities . CIA provides the necessary funds 
compute d on the basis of the additional cost i ncu rred by the Depar tment In 
renderi ng this service to CIA. He understand that the D e par t m ent also 
services CIA requests for biographic intelligence on economic personalities 
from countries outside the Sino-Soviet Bloc although the terms of the 
Doveaher 1952 ag reemen t do not provide for this service. The annual cost 
to CIA fen* the support of this prolec^Lncreased from about $130,000 in 
fiscal year 1954 to a proposed fiscal year 1961* 25X1 A 

The US project produces a comprehensive digest of basic Intelligence 
oa foreign areas. The digest la deai&md to serve fully the strategic and 
operational requirements of the Department of Defense, tie foreign policy 
requirements of the Department of State, end the lower planning end opera- 
tional requirements of all other Govexment a g e nc i es having missions or 
responsibilities in foreign areas. The HIS project formally began with the 
issuance In January 1948 of Rational Security Council Intelligence Directive 
Ho. 3. This directive provides that the Director of Central Intelligence 
shall be r esponsib le for coordinating production and maintenance of the HIS; 
for their review, publication, and dissemination; and for ashing such requests 
of tbs departments end agencies as are necessary for their proper develop- 
ment sad mlntenance ■ Under on arrangement worked out in 1948, the Depart- 
ment a ssu me d responsibility for producing or eoordia*fcts§ all political, 
soci o l ogica l, end other that flino-Soviet Bloc economic Intelligence contri- 
butions to the US project, and CIA asmamA responsibility for financing 25X1 A 
the effor t of the Department. The aaausl cost to CIA of supporting the HIS 
pr oject of the Department Increased from about fiscal year 1949 

to fiscal year 1959* The annual cost to CIA declined to 
in fiscal year i960, however, and is budgeted by CIA at 
B#|^^^fl^iaily for fiscal years 1961 and 1962. 

All BI and US contributions of arty, naval, and air intelligence are 
financed through the budgets of* the Army, Havy, and Air force in accordance 
with their assigned responsibilities, end without the financial support of 
CIA. 


We understand that since 1952 the Department has diverted the efforts 
of its eB^loyees from the CIA financed SIB project to activities financed 
by the ann us 1 salary and expense appropriation of the Department. Such 
diversion accounted for about 34 mas yearn or 12 percent of the 278 nan 
years charged CIA for the US project is fiscal year 1959, and about 36 man 
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yaar s or 15 pert ait of the 84() am; jpEt?xs charged cti in -, n r 

Itepartaeat did no ; fulfill afaeat IP 3^®^ x 

«**mu s gEtaS*’ T„ 

Of* 1&3& fftctoifg C0Q<1 ^ypr^jfl. in iffitfijig J®® unftsratard, a 

ta * a ® ste for the KB project to ??» WWMltmw 


ms 


the CM 0 !^ 1 ^ to? If «» through 

Jf* ^ toe oJtSeT 

StS did St 4pro„ «*■ 

°" tt “ * £UrtS«. c»e 
^Partmert fS I"?" ”*“* t ° f ^ 

than mre available In S»c^ TJff In fH*«al year i960 

“tarar «* expense ^^SkT^S^i toJSFSTJl ^ ye*vr 3 . 96.0 
however, did no* u,...^ 1 ,1*. <• "“ tp-jswt ft.a? other than the HIS activity* 

iTiTiJri S”*? for «* mite of poeitic*. eithoagh 

sS22SS 

srSte?c? ,?■ h " m «* 45 not die- 

the Stete» to* It. CIA ftoteod MS SojSt to XsJTJlf 3®?* ” y 

WM dlKM^SSlth^hf* Ilf CIA HIB project 

J»&s a«SSSS^*»S2rL 

SttrsSfiSSfisSss 8 

u« that both CBZ ud the W-t«S m !£?«,,?£ 3r “ r ' "f 4 he 

of ahoat 5 potent of theiS^Se J£Lf££^to tof ? Y *r" lon 

£5 STiSaSto^c^t SsS, 1 ? MB 

2SJT- ££ {fST** 

diversion since the diversion of effort Locrarusea the nir^ii^! « 

availa b l e to the intelligence otaaaualta-. Hr stated »i.^, «™+ 

offlWd to reducing CIA support to flcmly 

ss s’s.xzri.sj* 2t*r 

to "CSSf 3 ?^ 1 * «• 

out that all agenci^ chariasd ^tt also pointed, 

tlone to the oontribu- 

proposals for centralised CIA oppo38d 

their need to keep rriJ!”, **? ^f Prc-Ject ox»use of 

^ AaT « iXi Sence uni to functioning for cpe»t.if>nal purposes . 


;f 24 &L- i, ^ £ 4 
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Aggggx iv 

SSn CMef, Budget Division, stated that CIA foUagr with respect to 
t2» question of diversion under tha CIA financed flis project of the Depart- 
mst is eursmsrtly voter study . He stated also that to his kaovladg*, a 
problem of diversion does act exist outer the CIA financed BI project of 
the Department, or under say other CIA financed project at other Government 
tfrriifrl it# 

Troroftow of CIA funds fbr -the purpose of sup p orti ng activities that 
J*i*«y regponeiMllty of tee Department amt set tee primary 
raapowKlbiUty of C IA, la our opinion, are act authorised by section 601 
of the Bconoey Act of section 5 (a) of the Central TnteUtgnwe Agency Act 
of the BI aad JUS activities eeaa to he the primary responsibility 

of the Department of State, not of OCR and OKI. The average arouai 
dlveraion of about 35 men years from the CIA financed HIS project to 
activities financed by the salary am* expense epproprletlin of the Depart- 
meat for fiscal years 1939 aad I960 dre invents the latest of Comgroas by 
st^pl^^lwE the aalajy and expense appropriation of the Department by 
about annually. 

Ik avoid supplrmiting the a n nual appropriations of the tepartment of 
State, o» suggested that CIA dis c o ntinu e paging tha Unpin 1 mamt for wm years 
diverted from the CIA flmmcod US project, fe'e suggested, also, tha t the 
Director of Central Intelligence reappraise the assignment of raanoaslbillties 
boteoen CIA aad the teparWfc of State In retetteTtotte tadsMatOs to 
each of thaaa agendas, and, if necessary, obtain addltdoml authority from 
tea Oongrasa fter the transfer of funds to carry out tea SI and His respon- 
sibilities of tee Departnant of State. 

tea Deputy Director (Support) advised us by latter dated April 13, 1961, 
that the Department of State and CIA have hem considering tea p o s sible 
transfer of tea Department's BI and HI8 activities to CIA. jy letter dated 
April 29, 1961, CIA advised State that CIA agreed in pr in cip le vith tee 
propocod transfer to CIA ©f those portions of the BI and JOB activities 
teieh have haratefors bean performed by tttate. 

®te General Counsel, CIA, advised us by letter dated July 23, 1961, 
teat the preparation and dlaswxUtndsUm of intelligence relating to te a 
national security is basleally a reeponaibility of CIA. In Ms opinion, 
therefore, it may be tha responsibility of CIA In certain instances to 
reimburse all or a portion of tee easts incurred ty other uho have 

bnais ocsycteace in tea fiald of a pert tenter eontributiom, but must go to 
additional axpaase in m a kin g their eeatatbutidns responsive to KES anade 


it | 
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G5KF1DEHT1M. 


The data contained herein is classified as (SOKFIBEKTIAli and is 
for the use of the Comptroller General, the General Counsel, 
ani the Director, Civil Accounting and Auditing Division. 

It cannot he maintained in the General Accounting Office 
building, hut must he returned to the site audit staff. 
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